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January 19,2001
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RECEIVED

JAN 19 2001
..-w.~ IQUlltl....,..11E SECliI!IMY

HAND DELIVERY
Magalie Roman Salas
Secretary
Federal Communications Commission
The Portals
445 12th Street, SW
Washington, DC 20554

Re:

Dear Ms. Salas:

NOTICE OF WRITTEN
EX PARTE

This letter reports a written ex parte contact by Rodney Page, Vice President,
Marketing & Strategic Development of Access Integrated Networks with Dorothy
Attwood clarifYing Access' position in the above-referenced docket. Enclosed are two
copies of the letter sent to Dorothy Attwood.

Ifyou have any questions, please do not hesitate to give me a call.

Sincerely,

~'! ~)I Z /,

/ - /( ~A/Ud/f/

Albert H. Kramer

AHK/rw
cc: Ms. Dorothy Attwood

N:;. of Capias rec'd 0+ /
Li::iA 8 C0 E )

1177 Avenue of the Americas. 41st Floor. New York, New YOrk 10036-2714
Tel (212) 835-1400. Fax (212) 997-9880
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Toll Free 888-275-0777

Tel. 912-475-9800

Fax. 912-475-9988

WVv"\\'.JCCCsscomrn.com

Suite 202

4885 Riverside Drive

Macon, G:\ 31210

Dorothy Attwood
Chief - Common Carrier Bureau
Federal Communications Commission
445 12th Street, SW
Room 5-A848
vVashington, DC 20554

Re: CC Docket 96-98; Restriction in Availability of Unbundled Switching

Dear Ms. Attwood:

Access Integrated Networks, Inc. ("Access") is an unbundled network element
platform ("UNE-P") based competitive local exchange carrier ("CLEC") providing service
throughout the BellSouth region. Using UNE-P, Access has been able to build a customer
base with over 40,000 access lines, with over 35,000 added in the last 18 months. Access is
currently adding some 3,000-5,000 access lines per month.

Unlike many CLECs who focus on downtown business districts, Access provides
service throughout the markets it serves. Enclosed is a list of over 700 cities/towns
throughout the nine-state BellSouth operating region in which Access serves customers.
The list makes clear that Access provides service in secondary and tertiary markets as well as
the major markets.

Access is only able to serve the customers and markets that it does because of the
availability of UNE-P. UNE-P allows a CLEC to serve a customer regardless of whether
the customer is located in the urban core of a major market. Unlike self-provisioned
switching, which requires a concentration of potential customers sufficient to warrant
installation of a switch, UNE-P can be used wherever there is a customer desiring
competitive service. This means that competition and its attendant benetIts are available to
all consumers, not merely larger businesses who happen to be located within a loop's­
length of a facilities-based CLEe's switch or, equally important, whose use of
telecommunications is intense enough to make it effIcient for service to be provisioned
using DS-1 facilities. I Access believes that, as a result of the UNE- P line cap currently in
effect in density zone 1 of the top 50 MSAs, there is a sizable segment of the market that is
currently being directly denied the benefits of competition because it is not in either of the
latter two categories. But the direct eHects of the line cap do not end there; there is a

1 As other commenters in this proceeding have demonstrated, even where the installation of
a switch is warranted, it is not economical to use self-provisioned switching unless the
customer in question is large enough to warrant a DS-1 facility .
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direct eftect on many of the very mass market consumers the Commission explicitly
intended to be direct bendiciaries of its current UNE-P policies -mass market users of
telecommunications services in secondary and tertiary markets and users of three lines or
less in density zone 1 in the top 50 MSAs.

The class of customers directly denied the benefits of competition by the current
UNE- P line cap restriction are those mass market customers who need more than three
conventional business lines but whose needs are not sufficient to make it efficient to serve
them through a DSI levelloop.2 Other parties to this proceeding have demonstrated that
the cross-over point, i.e., the point at which it becomes possible for a CLEC using self.­
supplied switching efficiently to serve these customers, is somewhere in the 16-18
conventional business lines range. 3 Access concurs in the analysis and evidence submitted
by those parties. That analysis and evidence demonstrate that the Commission should raise
the UNE- P line cap to at least 16 lines.

Unless the Commission does so, it is effectively creating a "competition dead
zone." Caught in the dead zone are those millions of small to medium sized business
whose business lines needs are somewhere between three and sixteen (or so) lines -with no
competitive options. These small business users would benefit immediately and directly
from Commission action.

While the boundaries of the "competition dead zone" would seem to be clearly
demarcated at the 3 line level (the current line cap in density zone 1 in the top 50 MSAs),
in fact the existence of the competition dead zone is having a direct effect on another
market segment: the adjacent "low end" of the mass market in the top 50 MSAs -the mass
market that the Commission's rules explicitly intended to protect, the market at the 1-3
line level. The experience of Access in these markets illustrates why.

The three line cap is in effect in the eight BellSouth markets that are in the top
50 MSAs. Access would like to provide service in these markets within the density zone 1,
but it is simply not eHicient to do so. First, search costs and related operational/marketing
costs and discontinuities make it prohibitively expensive to do so. There is no way to know
with certainty which customers to target, or otherwise to efficiently market to customers
that have 3 lines or less. A sales agent cannot effIciently "pound on doors," or cover a
block, and go into each business to qualifY the customer before making a sales presentation.
"Cold calling" telemarketing, which in any event is not used by Access, is not cost etl:ective
in this context, and obtaining pre-qualified lists is also too costly.

Even if it were possible cost eftectively to fInd the mass market customers, and
convert them into a CLEC customer, the serving CLEC then must live in mortal tear of
what the typical service provider wants most: tor the service provider's customers to

2Sec note 1.

, See e.g., Petition for Reconside1'ation filed by Birch Telecommunications, Inc., CC Dkt.
No. 96-98 (April 3, 2000) at 8-11; Letter to Dorothy Attwood from Robert Quinn filed
in CC Dkt. No. 96-98 (October 11,2000) ,
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demand more service. If the end user grows "too big," all the way to four lines, the CLEC
could be forced to give up the customer because the cost of providing service becomes too
great. As explained above, converting the customer to self-supplied switching and an
unbundled loop cannot be done economically. Nor can the customer any longer be
serviced by UNE-P lines. If the customer wants a fourth line, the ILEC is not obligated to
provide it, so a UNE-P CLEC may no longer be able to provide service. Even where the
ILEC is willing to provide additional UNE- P lines above the line cap, the existence of the
line cap makes it possible for the ILEC etlectively to preclude the oftering of UNE-P by
charging exorbitant rates for any UNE-P line above the three line cap. A customer in New
Orleans is illustrative. A UNE-P port in New Orleans that is subject to the Commission's
Re1'rtand Order sells for a monthly rate of $2.55 to the CLEC. As a result of the line-cap
restriction in the top 50 markets, BeliSouth is able to charge its so-called "market rate" of
$14.00/month tor a fourth UNE-P line in downtown New Orleans, as opposed to the
UNE-P price of $2.55. The exorbitant rates charged by BellSouth in the restricted areas
effectively precludes the offering of UNE- P in those areas.

The net effect of these market dynamics is to discourage a CLEC providing
service through UNE-P in these top 50 markets in BellSouth territory from offering service
to businesses that are at the cap, i.e., three lines. If the customer needs a fourth line before
the CLEC offering UNE-P has had an opportunity to amortize and recover the CLEC's
search costs; sales costs; ordering, processing, and cut-over costs; etc., much less contribute
to overheads, the customer could be a net cash drain. Customers "at the cap" are high risk
customers. Thus, the prudent strategy is to take customers that have some room for
growth, i.e., 1 and 2 line customers. But not only does following the prudent strategy
further reduce the potential customer base; it also forces concentration of marketing at the
levels where any efficiencies in marketing, sales time, etc., as may exist are least likely to be
found, while at the same time, raising the per line search costs, operations/marketing costs,
etc., described above.

The direct effect of restricting UNE- P to the three line and below customers in
density zone 1 of the tope 50 MSAs is to deprive those customers of the benefits that are of
the unbundled switching "carve out," that is directly targeted to benefit them. It is simply
not economically viable to serve those customers in the current circumstances.

The line cap restriction also has a direct eHect on another class of targeted
bendiciaries of the Commission UNE- P policies, i.e~, end users in secondary and tertiary
markets. In the UNE Remand Order, the Commission recognized that though there may
be facilities- based competition in primary markets, there is little or no facilities deployment
outside of major markets; nor is there likely to be given the economics of the currently
available circuit switches. While facilities-based competition may spread outside of major
markets once the next generation of softswitches becomes commercially viable, it is far
from clear when this will occur. Even under the most optimistic projections of when the
technology will be ready for deployment and of the improvements in margins that
softswitches will make possible, it is hard to see ettective facilities-based competition
spreading to the secondary and tertiary markets in less than two or three years.
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If the Commission wishes to bring the bendits of competitive choice to small
customers in smaller markets, it is critical that the Commission reduce or eliminate the
restriction on the availability of unbundled switching (and thus of UNE-P) in access density
zone 1 of the top 50 Metropolitan Statistical Areas ("MSAs"). This is because the ability
to serve smaller customers in smaller markets is linked to the ability to serve larger
customers in the major markets. Without access to customers with four or more lines in
zone 1 of the top 50 MSAs, UNE-P providers are denied access to the densest, highest
margin segment of the market. Additionally, not only do UNE-P providers lose access to a
key revenue source, they lose the ability to spread their overhead costs over a sufficiently
large base of customers to justify market entry. Thus, because ILECs are able to price
UNE-P at exorbitant rates within the top 50 markets, if the ILEC makes the UNE-P
available at all, the immediate result of the current line cap is to preclude UNE-P providers
from entering the top 50 markets. And, in turn, because UNE-P providers are denied
access to the top 50 markets, they are denied access to a critical piece of the revenue and
customer base necessary to fund expansion in the secondary and tertiary markets. This
handicap is real. It has slowed Access's own expansion and has restricted Access from
serving markets that it otherwise would.

* * * *

The list of 700 localities served by Access (enclosed with this lettert is itself
testament to the ability of UNE-P to spawn entrants who bring the benefits of competition
to the mass market and to secondary markets and the potential of local investment in
infrastructure at some future time. At the same time, the effect of the UNE-P line cap
restriction has been to create a competitive dead zone in the market segment between the
current 3 UNE-P line cap and business users who use conventional lines up to the 16-18
line range, the point at which these users can be effIciently served by DS1 level facilities.
Further, the line cap restriction has actually inhibited the arrival of competition for the
intended beneficiaries of the Commission's UNE-P policies: users with three lines or less
and users in secondary and tertiary markets.

Removing the line cap restriction will ameliorate these unintended
consequences. It would directly and immediately bring to the small to medium sized
markets -the mass market about which the Commission has repeatedly expressed
concern- the benefIts of competition. This will ensure that mass market consumers in
these areas have the benefIt of competition unless and until, and only it~ market and/or
technological developments otherwise make it possible tor these consumers to be served
through an equally efficient alternative. The availability of UNE- P thus becomes a
competitive sateguard for this segment of the market.

In sum, the Commission must correct its artificial and harmful segmentation of
the market. The Commission should expand the availability of UNE-P in access zone 1 of

4 A h~ndful of the localities listed may reflect customers who purchase long distance service
only trom Access or billing addresses rather than service addresses.
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the top 50 MSAs to allow access to all customers served through individual analog voice
lines.

Sincerely,

/ ),,-,) /J'Jj" I;'':Jlalr I'

Rodney Page
Vice President - Marketing & Strategic
PLanning

AHK/rw
Enclosure
cc: Mr. Jonathan Reel

Ms. Anna Gomez
Ms. Rebecca Beynon
Mr. Jordan Goldstein
Mr. Kyle Dixon
Ms. Deena Shetler
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